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KEY ECONOMIC INDICATORS : SWITZERLAND, APRIL 1972 


ITEM 1970 1971 % Change 1972 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant Prices--% Change 
Previous Years 
Indices: 
Industrial Production (1963= 
100) l 
Construction Cost Zurich 
(Oct. 1966=100) 
Demanders of Employment (indv) 
Unfilled Positions (indv) 
Industrial Building Permits 
(units) 


MONEY AND PRICES 
Money Supply (year end) 
Bank Credit Outstanding 
(72 Banks) (year end) 
Interest Rates: 1 
Central Bank Disc. 
Lombard Rate 
Yield on Conf. Bonds (year end) 
Three Month Money - Zurich 
Call Money Rates - Zurich 
Indices: 
Consumer Price (4th gqtrs 1966= 
100) 
Wholesale Price (4th qtrs 1963= 
100) 


BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange 
Reserves 
Balance of Trade 
Balance of Payments (Current 
Account) 
Total Exports, FOB 

Total Exports to US 
Total Imports, CIF 

Imports from US 


Main Imports from US: 


88,850 100,578 13.2 
5.0 4.5 
143 144 1 
116 129.8 11.9 
219 199 4- 9.2 
4,777 3,964 <-17.1 
3,666 3,596 =- 2 
21,516.1 26,164.3 21.6 
(4th qtr) (12/71) 
95,291.9 102,886.8 8 
3.75 3.75 0 
4.75 4.75 0 
5.71 5.29 7.9 
5.36 3.23 -39.8 
3.33 3399 -63.1 
(12/71) 
116.3 124.0 6.62 
(12/71) 
112.2 115.9 3 
20,262.4 23,202.7 14.5 
-§,733.2 -6,024.7 
300 N.A. 
22,140.3 23,616.9 6.7 
1,962.8 1,997.8 1.8 
27,873.5 29,641.6 6.4 
2,571.9 2,121.2 -10.6 


(2/72) 
134.1 


3,907 (2/72) 


25,715.2(2/72) 


3.75 (1/72) 
4.75 (1/72) 
4.62 (3/72) 
1.50 (1/72) 
0.03 (1/72) 


125.7 (3/72) 
117.1 (3/72) 
(4/24/72) 
21,159.9 
-1,639 
6,133.8(3/72) 


7,772.8(3/72) 


aircraft and aircraft parts, organic chemicals, 


business machines including electronic data processing equipment, road 
vehicles and parts, precious metals, jewelry, stones, and plastic materials. 


d Average Annual. 


Sources: 


La Vie Economic and Federal Office for Industry and Labor, 


SUMMARY 


Real growth of GNP declined slightly in 1971 with 
some easing in the growth of demand. The price level 
rose by 6.6% in 1971 with a slight cumulative decline 
in the early months of 1972. An upswing in external 
demand as conditions improve in the United States and 
probably Germany could add demand pull to current cost 
push pressures. To forestall further inflationary or 
deflationary trends arising from domestic factors or 
exogenous financial developments the federal government 
announced its aim to strengthen its powers over fiscal 
and monetary policy. Established trading relationships 
and the close relationships of Swiss and American firms, 
in national or multi-national terms, provide opportunities 
for a range of U.S. exports or measures to induce capital 
imports, for balance of payments improvement, to the U.S. 








CURRENT ECONOMIC SITUATION AND ECONOMIC TRENDS 


Growth Prospects 


GNP in current prices grew over 13% during 1971, with 
real growth of GNP estimated at 4.5%, a slight slowdown from 
the 5% growth rate for 1970. Demand continued to decline 
through the end of 1971 and the early part of 1972 with some 
Slowdown in new foreign orders. The Swiss, however, are 
concerned about a resurgence of external demand as conditions 
improve in the U.S. and probably Germany which would add 
demand pull to cost push pressures. 


The effects of the May 7 revaluation, the realignment of 
currencies, and the December Smithsonian Agreements on firms 
in Switzerland have not been as great as expected, and it is 
unlikely that there will be any significant change in trade 
patterns because of these developments. In line with the 
December Smithsonian Agreements, the median rate of the Swiss 
franc vis-a-vis the dollar was set at SF 3.84 which is a 6.4% 
revaluation compared to the May 9 franc rate. Resulting 
price changes in imported or exported products have been 
passed on or absorbed by the firms involved so that price 
differentials resulting from the currency changes are not 
immediately forthcoming. 


According to a recent estimate of 1971 industrial production 
compiled by the Federal Statistical Office, production increased 
from 143 (1970) to 144, a rise of under 1%. Output and performance 
varied by sector with a 5% growth in output of the chemicals 
industry and lesser increases in the metal working industries, 
food processing and wood using industries. In some cases, a 
tight labor market prevented capacity utilization. 


However, performance in most sectors of industry has been 
uneven with strong and weak producers in each sector. In 
addition, a shortening of the backlog of orders has affected 
smaller sized plants which were formerly producing for larger 
sized companies. Structural changes going on in Swiss industry 
are prompting government authorities to consider new measures 
to encourage structural adaptation by those firms which are 
in particular difficulties. In particular, the watch making 
and textile industries have been undergoing adaptation to new 
business conditions and organization. Sectoral growth and 
expansion has been taking place in services rather than in 
production. 


Price Level Trends 


Entrepreneural caution which was more evident late last 
year and earlier this year has given way to a more confident 


assessment of domestic market conditions. However, with the 
prospects of a pickup in foreign demand and given the con- 
straints of limited productive capacity and labor supply, 
inflationary pressures could well be intensified later this 
year. 


The Consumer Price Index which rose by 6.6% in 1971 has 
been increasing at almost the same rate during the early part 
of 1972. Through March 1972, the simple cumulative increase 
in retail prices was 1.4%. A spring increase in food and some 
administered prices is expected to bring a further increase. 
Wholesale prices rose by a more moderate 3% in 1971 and 
registered an approximate cumulative 1% increase for the 
first three months of 1972. 


The overall wage level for 1971 is estimated to have 
increased by 10-12%, and it is anticipated that the 1972 
increase will be similar. According to provisional data, 
average hourly wages showed a nominal increase of 12.3% 
between June 1970 and June 1971. The average increase in 
weekly earnings over the same period worked out at 12.2%. 
In real terms, the increase came to 5.4%, 


In addition to rising wages, proposals, now before the 
Federal Assembly, for a salary of 13 months to government and 
public administration personnel and an increase in social 
security benefits point to an outlook for a continued higher 
price picture. 


Construction Activity 


According to recent estimates made by the Association of 
Swiss Cement Manufacturers, capital spending on construction 
in Switzerland amounted to SF 18.8 billion in 1971 which 
represented a SF 2.5 billion increase over 1970. Much of the 
increase is attributed to higher prices since the volume of 
building is estimated to have increased by 4-5%. The cost 
of construction in the Zurich area is estimated by the Federal 
Office of Statistics to have increased by 12% on an annualized 
basis in 1972. 


The continuing impetus to inflation from construction 
prompted the Federal Council at the beginning of the year to 
again renew temporary restrictions on the demolition of houses 
and the construction of luxury and "less urgent" buildings in 
certain areas. Nonetheless, faced with a high domestic demand 
for housing, a proposal has been approved by voters for the 
addition of an article to the Constitution that would authorize 
the Federal Government to take measures to promote housing 
construction and to facilitate purchase of housing through 
soft loans. 








However, no letdown in construction activity is foreseen 
and particularly in the area of residential construction. 
Increased costs and a greater number of rooms per dwelling 
unit in residential construction are accounting for the 
continued rate of investment. Investment in industrial 
construction is hard to measure in terms of commercial 
establishments or production plants, however, investment 
in new plants is not increasing, whereas investment is 
growing in replacing obsolescent high productivity machinery 
to counteract the labor scarcity and the rising wage level. 


Trade and Capital Movements 


The rate of growth in Swiss imports which amounted to 
23% in 1970 diminished to 6.4% in 1971 to almost equal the 
1971 6.7% export growth rate. Measured in Swiss francs, 
exports totalled SF 23,617 million and imports SF 29,642 
million. The trade deficit reached SF 6,025 million in 1971. 
However, import-export performance during the first three 
months of 1972 has demonstrated a continued narrowing of the 
gap between exports and imports. In current account balance 
of payments terms, the 1971 trade deficit is expected to be 
offset by income from investments, tourism, and other invisibles. 
The massive monetary movements of last year undoubtedly brought 
about a capital account surplus which can be estimated in the 
range of several US $ billion in comparison to 1970's slightly 
more than US $1 billion surplus. 


Measures were taken by the National Bank late last year 
to prevent further massive inflows of funds and to mitigate 
their impact on the domestic economy. Nevertheless, excessive 
liquidity marked the capital transactions market and the 
essentially separate domestic money markets, with the bulk 
of the dollar inflow remaining in Switzerland. The 1971 
inflow of funds and easy money conditions generated were 
reflected in the 1971 volume of new bond issues on the Swiss 
capital market which increased by 36% to SF 3,954 million for 
domestic issues and by 142% to SF 1,934 million for foreign 
issues. A high volume of new issues continued through early 
1972 with a total of SF 1,771 million placed on the market 
during the first quarter, according to data published by the 
Union Bank of Switzerland. 


Concern over domestic inflationary prospects and the 
excessive liquidity overhang generated by 1971 developments 
prompted the National Bank this spring to tighten earlier 
measures. Foreign borrowers on the Swiss capital markets 
are now required to convert 40% of the proceeds of loans at 
the National Bank at the rate of SF 3.88. More important, 
agreement was secured by the National Bank in April 1972 





with commercial banks for the imposition of minimum reserves 
on domestic liabilities and tighter reserve requirements on 
increases in foreign liabilities. The former would supplant 
the 1969 Swiss banking credit restrictions due to expire in 
August and the latter to supplement last fall's controls over 
increases in foreign liabilities which were not extended to 
all financial institutions. Targeted for sterilization with 
the National Bank is approximately SF 2.5 billion. 


Government Measures 


In a March report on its policy objectives for the legis- 
lative period extending to 1975, the Federal Council noted its 
intention to extend its legislative authority over economic 
policy to provide it with tools, inter-alia, to contain 
inflation more effectively. In this connection, the proposed 
Constitutional article empowering the Confederation to combat 
unemployment or inflation through fiscal policy measures is 
intended to be completed and submitted to the Federal Assembly 
sometime this year. Following adoption, revision of the 
National Bank Law is to be reconsidered. With the projected 
increase in governmental expenditures in 1975 and revenue 
losses, already experienced in EFTA and anticipated by customs 
duties concessions in an arrangement with the EC, consideration 
will be again given to the introduction of a value-added tax 
within the legislative period described in the report. 


IMPLICATIONS FOR THE UNITED STATES 
Swiss Trade Directions 


International economic transitions during 1971 as well 
as a slight dampening in external demand had implications for 
the Swiss trading picture. The decrease in the growth of 
Swiss exports was largely in machinery and equipment to 
Western Germany, Benelux, and the U.S. Imports of primary 
materials and semi-manufactures were lower than 1970. The 
decline in domestic investment in capital goods was reflected 
in decreased imports of these items. The slack off in the 
high import growth rate and the lower growth rate for exports 
was reflected in imports from the U.S. which declined by 10% 
in 1971. The 13% decline in Swiss agricultural imports from 
the United States in 1971 was largely due to the dock workers’ 
strikes in the U.S. However, in the first two months of 1972, 
the value of agricultural imports from the U.S. increased by 
77% in comparison to the same period last year. 


For all commodities principal suppliers to Switzerland in 
order were Western Germany, France, Italy, the U.K. and the U.S. 
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Economic performance in Western Germany, which supplies approxi- 
mately 30% of Swiss ee which absorbs approximately 15% 


of Swiss exports, ha 
performance. 
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Opportunities for U.S. 


‘AN 
Established trading relationships and the close’ réiat V 
ships of Swiss and American firms, in national or multi-national 
terms, provide opportunities for a range of U.S. commodity 
exports or measures to induce, in financial terms, capital 
imports. .to the United States. U.S. product opportunities 

lead in high technology products and items which are highly 
sought in Switzerland ranging from aircraft and parts to 
mini-calculators. Apart from direct product sales, opportunities 
continue in the area of cross licensing arrangements and in 
particular, licensing for direct production in the United 

States. Arrangements are being or have been recently concluded 
in products ranging from automatic saws to specialty office 
furniture. 


With high growth in the services sector rather than 
production and the development of a consumer-oriented domestic 
market, private consumption continued to increase in all 
categories including personal consumption of travel. A 14% 
increase in consumer goods imports in 1971 was reflected in 
a 7.6% increase in retail sales during the last quarter of 
1971 over the same period of 1970. A high level of sales 
for consumer durables has been maintained. 


In addition to improvement of U.S. export performance, 
encouragement of Swiss direct and portfolio investment in 
the U.S. can bring advantages to the U.S. balance of payments. 
The differential obtained in interest rate movements between 
the United States and Switzerland as well as the rest of 


Europe will be influential in inducing capital from Switzerland 
to the United States. 
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